inniiiHiiiiiiiiiniiiiHiii 



United States Patent m 

Longfield 



US005963921A 

[ii] Patent Number: 
1 45 1 Date of Patent: 



5,963,921 
Oct. 5, 1999 



[54] ELECTRONIC INCOME TAX REFUND 

EARLY PAYMENT SYSTEM WITH MEANS 
FOR CREATING OF A NEW DEPOSIT 
ACCOUNT FOR RECEIPT OF AN 
ELECTRONICALLY TRANSFERRED 
REFUND FROM THE IRS 

[75] Inventor: Ross N. Longfield, Far Hills, NJ. 

[73] Assignee: Beneficial Financial Corporation, 
Wilmington, Del. 

[21 1 Appl. No.: (ia/982,807 
[22] Filed: Oct 15, 1997 

Related U.S. Application Data 

[63] Continuation of application No. 08/000,270, Jan. 4, 1993, 
abandoned, which is a continuation of application No. 
07/615,903, Nov. 20, 1990, Pat. No. 5,193,057, which is a 
continuation of application No. 07/384,654, Jul. 25, 1989, 
abandoned, which is a continuation of application No. 
07/146,324, Jan. 21, 1988, Pat. No. 4,890,228. 

[51] Int. CI. 6 G06F 17/60 

[52| U.S. CI 705/31; 705/30 

[58] Field of Search 705/1, 30, 31 

[56] References Cited 

U.S. PATENT DOCUMENTS 
4,890,228 12/1989 Longfield 705/31 



5,193,057 3/1993 Longfield 705/31 

5,694,322 12/1997 Westerlage et al 705/417 

Primary Examiner — Edward R. Cosimano 
Attorney, Agent, or Firm— Connolly & Hutz 

[57] ABSTRACT 

Electronic data processing system for preparation of elec- 
tronically filed tax returns and authorization and payment of 
refunds based on the data supplied in those returns. Elec- 
tronic data processing programs are provided for creating an 
electronic tax return that is filed with a tax collecting 
authority. At the same time as the electronic lax return is 
created, a loan application is processed to create an elec- 
tronic deposit/loan account for the tax filer at an authorized 
credit institution. As early as the day after completion of ihc 
tax return and loan application, the tax filer receives initial 
refund payment from the loan account. The authorized credit 
institution electronically files the electronic tax return with 
the tax collecting authority which processes the return and 
transfers by electronic fund transfer the refund amount to the 
deposit/loan account at the authorized credit institution. Any 
refund in excess of the initial refund payment is then 
forwarded to the tax filer. Provision is also made for check- 
ing the credit worthiness of the lax filer. 

15 Claims, 1 Drawing Sheet 
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ELECTRONIC INCOME TAX REFUND a variety of computer programming languages (e.g., 

EARLY PAYMENT SYSTEM WITH MEANS COBOL) which can be executed on any of a number of data 

FOR CREATING OF A NEW DEPOSIT processing machines. It is also anticipated that programs 

ACCOUNT FOR RECEIPT OF AN equivalent to the disclosed programs can be written by those 

ELECTRONICALLY TRANSFERRED 5 skilled in the art to achieve the unique benefits of the data 

REFUND FROM THE IRS processing system of the invention. 



This application is a continuation of Ser. No. 08/000,270 
filed Jan. 4, 1993, which is now abandoned. Which is a 
continuation of Sen No. 07/615,903 filed Nov. 20, 1990, 30 
now U.S. Pat. No. 5,193,057, which is a continuation of Ser. 
No. 384,654 filed Jul. 25, 1989, now abandoned, which is a 
continuation of Ser. No. 146,324, filed on Jan. 21, 1988 now 
U.S. Pat. No. 4,890,228. 
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BACKGROUND OF THE INVENTION 

This invention relates to a data processing system for use 
on programmable data processing machines. More 
particularly, the invention comprises a data processing pro- 
gram for the preparation of tax returns, for electronic filing 20 
thereof with a taxing authority and data processing programs 
for creating a deposit/loan account at an authorized financial 
institution for providing immediate payment of tax refunds 
based on such prepared and filed returns. The deposit/loan 
account is created with the capability of receiving electronic 25 
fund transfer deposits directly from the taxing authority. 

In recent years, taxing authorities have increasingly auto- 
mated the tax collecting and tax return filing process. In 
particular, the United States Internal Revenue Service has ^ 
instituted a system for the electronic filing of tax return data. 
In conjunction with that system, the IRS has arranged to pay 
refunds by electronic funds transfer using the Treasury ACH 
origination system. While this has greatly improved the tax 
filing and refund process it still requires a period of three to 35 
six weeks from the filing of an individual's tax return to the 
time of receipt of a refund check. 

In contrast, the system of the invention shortens the time 
from filing to receipt of a refund to as little as one day. 
Additional advantages and features of the instant invention 40 
will become more readily apparent from the following 
detailed description of a specific illustrative embodiment 
thereof presented hereinbelow in conjunction with the 
accompanying drawing and appendices. 

BRIEF SUMMARY INVENTION 45 

The present invention is a unique combination of data 
processing programs resulting in a data processing system 
that provides a tax refund payment within 24-48 hours from 
the time of filing a tax return. In the present embodiment an so 
Electronic Filing Program prepares a 1040, 1040A or 
1040EZ federal tax return acceptable for electronic trans- 
mission to the United Stales Internal Revenue Service, on 
the basis of tax filer provided data. At the same time, the tax 
filer applies for a refund loan and, on the basis of filer 55 
provided credit data, a deposit/loan account is opened at a 
authorized financial institution. In a preferred use of the 
system of the invention, the entire transaction takes place at 
the offices of an authorized tax return preparer. Such a use 
of the system provides the lax filer with the benefit of having 60 
a tax return prepared and filed on one day and picking up a 
check at the same office for any refund due, less tax 
preparation fees and filing fees, on the next day; all without 
any out of pocket payment by the lax filer. 

'ITie specific embodiment of the data processing system of 65 
the invention is disclosed in the form of program flow charts 
enabling a skilled programmer to write programs in any of 



BRIEF DESCRIPTION OF THE DRAWINGS 

FIG. 1 is a schematic flow diagram of data processing 
functions of the invention. 

Microfiche Appendix I is a program flow diagram for the 
Electronic Filing Program of the disclosed embodiment of 
the invention. Appendix I is one page with 9 sheets. 

Microfiche Appendix II is a program flow diagram of the 
deposit/loan program of the disclosed embodiment of the 
invention, microfiche Appendix II is one page with 22 
sheets. 

DETAILED DESCRIPTION OF THE 
INVENTION 

Referring now to FIG. 1, there is shown in schematic flow 
diagram form an overall depiction of the data processing 
functions for implementing the invention. Input means 10 is 
used for inputting tax preparer, taxpayer identification, tax- 
payer tax return information and refund anticipation loan 
information. In a preferred embodiment input means 10 
comprises and intelligent terminal such as a personal com- 
puter having programmable data processing arithmetic and 
logical functions, a keyboard, a visual monitor, data storage 
and data transmission capabilities. Data input using such an 
input means is hereinafter described in more detail. 

Once data input is complete, a program process is 
executed by a data processing means to create electronic tax 
return files 20 which are in a form accepted by the taxing 
authority processing the taxpayer tax return. In the present 
embodiment, a program flow chart of an Electronic Filing 
Program for preparing 1040, 1040A and 1040EZ tax returns 
in electronic format acceptable to the United States Internal 
Revenue Service comprises Microfiche Appendix I hereto. It 
is also necessary to validate tax return data and loan appli- 
cation data as is shown in block 30. Validation of tax return 
data including mathematical checking is performed by the 
Electronic Filing Program of Microfiche Appendix I. In 
addition, individual identification data is compared to a file 
containing credit information to identify individuals with 
unacceptable credit histories. 

When validation is complete, a deposit/loan account 40 is 
created at a authorized financial institution, e.g., bank, 
financial union, Savings and Loan Association, etc., that 
issues advance payments of taxpayer refunds. To accomplish 
this in the present embodiment the authorized financial 
institution programs a data processor means in accordance 
with the program flow chart of Microfiche Appendix II 
which is more fully described hereinafter. 

After creation of the deposit/loan account file 40, the tax 
return data is electronically filed with the taxing authority as 
indicated in block 50. In the present embodiment, the taxing 
authority is the IRS and the tax preparer and return data is 
supplied via electronic transmission to designated IRS com- 
puters. 'Iti is data also includes identification of the deposit/ 
loan account which is designated to receive electronic fund 
transfer refunds directly from the IRS through the Treasury 
Department's ACH system. 

As soon as the validated tax return data and loan appli- 
cation data have been processed and a refund amount is 
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determined, the refund loan payment procedure 60 is initi- 
ated. The payor authorized financial institution may have set 
a maximum amount (Rmax), for example $2,500, which it 
will immediately pay out as a refund loan. Therefore a 
determination is made as to whether or not the claimed 
refund exceeds this amount. If that is the case, excess refund 
processing is entered and an excess refund payment 80 is 
generated when the electronic funds payment is received. 
Simultaneously, the maximum authorized amount of refund 
anticipation loan is processed by determining whether or not 
payment is to be made through an authorized preparer 90 or 
directly by the authorized financial institution 100. In the 
case of an authorized preparer a financial institution check is 
issued by the preparer for delivery the next day. In the case 
of direct payment by the authorized financial institution, a 
check is mailed to the lax filer the next day. The foregoing 
constitutes an overall description of the data processing 
system of the invention. 

Returning now to the Electronic Filing Program 20 of the 
present embodiment which is set forth in the program flow 
charts of Microfiche Appendix I. The Electronic Filing 
Program (EFP) is designed to be used by lax preparers 
having an intelligent terminal input means 10. The program 
enables preparers 20 to electronically enter tax returns and 
transmit them to a remote processing center. The remote 
processing center gathers tax returns from many tax prepar- 
ers and collectively transmits them to the IRS. The System 
Specifications of the EFP are divided into four main sections 
these sections describe the tax preparers duties and systems 
operations as Ibey pertain to 1. SYSTEM 
INITIALIZATION, 2. DATA ENTRY, 3. TRANSMIT, and 
4. FOLLOW-UP. 

The system initialization process is designed to make it as 
easy as possible for the tax preparer. It sets up all the files 
required by the EFP software, and guides him through the 35 
terminal screen provided for the entry of the tax preparer 
information (Microfiche Appendix 1). The system is 
designed for the entry of the lax preparer information 
separately so that it needs only be entered once, but provides 
the tax preparer the opportunity to change this information 40 
if needed. In the present embodiment, such tax preparer data 
is in the form required by the IRS for preparers eligible to 
file tax return data electronically. 

The tax preparer gathers all the necessary information 45 
from a client to file a tax return. The EFP can handle the 
three basic tax returns, 1040, 1040A, and 1040E2 and 
certain supported schedules and forms. The tax preparer then 
goes to his intelligent terminal and enables the EFP program. 
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return through the summary screen. The summary screen 
also provides for the input of authorized financial institution 
route information and displays a list of the required docu- 
ments. 

When the summary screen is completed the system dis- 
plays the screen for the entry of W-2 information. 

When all of the required W-2's have been completed the 
software automatically returns to the main screen. At this 
time the preparer can either enter another 1040, 1040A, or 
1040EZ, or select which returns are to be transmitted to the 
remote processing center. 

After all required tax returns have been entered the 
preparer can transmit the returns to the remote processing 
center. This is accomplished by selecting the 'NEW 
TRANSMISSION FILE' entry from the main screen. When 
this item is selected the transmit screen is displayed, the 
preparer indicates the returns to be transmitted by changing 
the status code on the transmit screen to T*. The system then 
adds these tax returns to the transmit file, dials the remote 
processor center number, and transmits the data over either 
dedicated or ordinary telecommunication lines. 

The week after a tax return has been accepted by the IRS, 
the preparer must ship a form 8453 and supporting docu- 
ments such as W2's to the IRS. IRS rejected returns are 
corrected by the central processing center unless the lax 
meaning of the return would be altered, in which case the 
preparer is informed and asked to re-process the return. 

In the present embodiment the validation 30, account file 
creation 40 electronic filing 50, and refund payment pro- 
cessing 60, 70, 80, 90 and 100 are all performed at the 
remote processing center. These functions are performed by 
data processing programs created in accordance with micro- 
fiche appendix II hereto. In overview this embodiment of the 
system of the invention permits a taxpayer to obtain a refund 
loan within one or two days of filing his tax return through 
an authorized preparer directly or by mail from the partici- 
pating authorized financial institution. This is in contrast to 
the typical 6 to 8 weeks required to receive a refund directly 
from the IRS. 

Rapid refund payment is accomplished by the authorized 
financial institution issuing to the tax filer a demand loao for 
an amount of the tax filer's calculated IRS refund. This loan 
is in the form of a check issued by the authorized financial 
institution and has the loan terms on the check document. A 
deposit account is opened for the customer at the authorized 
financial institution to which the tax filer's IRS tax refund is 
sent via the IRS electronic funds transfer ACH system. This 
IRS refund payment, when received is automatically applied 



? e P^P*/^ has completed the 1040, lO^OAor 50 as payment of the lax filer's loan, paying it off, assuming that 
* ' J '* none of the refund was withheld by the IRS. In the event that 

a cap has been set by the lender, any refund in excess of the 
amount of the loan is subsequently issued in an additional 
check for that excess amount and mailed to the tax filer. 
55 To accomplish this in the Refund Anticipated Loan (RAL) 
system of the embodiment of Microfiche Appendix II„ an 
issue file will be transmitted from the remote processing 
center. Multiple files arc allowed on a daily basis. This file 
will be posted to a master file on the authorized financial 
60 institution data processing means, in this instance an NCR 
8250. Validation will be performed on the file received from 
the remote processing center. Fields validated include the 
Social Security Number field for numerics and non duplicate 
Social Security Number, the amount file for numerics and 
65 the Name and Address tiled for Alpha/Numerics. 1 "he indi- 
vidual items and amounts are summed up and compared 
against the trailer record for control. The loan application is 



1040EZ form by following the input procedures, the EFP 
software performs two major functions. First, it determines 
the presence of errors in the entry of most of the major fields. 
Second, it determines from the information entered on the 
1040 if any of the supported forms or schedules are required. 
If any of the supported forms or schedules are required it 
automatically brings to the screen the required data entry 
format for completion by the preparer. 

After the preparer has entered all of the information for 
the 1040, 1040A, or 1040EZ, and all related forms and 
schedules, the software automatically displays a summary 
screen. 

The preparer then enters his code on the summary screen 
and the system automatically displays all of (he information 
from the preparer file, The information on the preparer file 
is entered only once and can be updated as needed by using 
option seven from the main menu. It is attached to each tax 
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also compared to a master credit data file to validate the 
credit worthiness of the applicant tax filer. A failure of this 
test will result in an error return to the originating tax 
preparer the next day. The RAL refund checks are generated 
from the file transmission and update. The checks arc mailed 5 
within 24 hours from receipt of file from the authorized 
financial institution or in the case of authorized preparers 
will be issued the next day by the preparer. Four reports are 
generated by this program. They are the Input Validation, 
Update Report, RAL Checks, and Check Register. 

Each day three reconciliations are performed against the 
RAL Mastcrfile. One is for the clearing of the cashed RAL 
checks. The information from all captured bank checks is 
searched and RAL refund check information extracted. This 
is posted against the RAL Masterfile. The checks are 
matched by serial number to the RAL Masterfiles Serial 35 
Number to insure that the amount cleared equals the amount 
issued. All exceptions are noted as an exception for manual 
exception item handling. All validated checks arc posted 
against the RAL Masterfile, and the date cleared is stored. 

A second reconciliation is performed daily. This is a 20 
reconciliation against all incoming IRS ACH items. The IRS 
ACH Incoming file is searched for RAL IRS Tax Refunds. 
This is keyed off of the account number field in the IRS ACH 
record. A unique constant eight digit number followed by the 
tax filer's Social Security number is used in the Account 25 
Number field for the IRS ACH Refund. Based upon this 
unique number, the IRS ACH items are searched and infor- 
mation pulled for validation and update to the RAL Mas- 
terfiles. Four reports are generated. They are the IRS ACH 
RAL Validation Report, the Update Report, Excess Refund 3U 
Checks, and Excess Refund Check Register. These Excess 
Refund Check Issues are posted to another reconciliation 
masterfile. 

A third reconciliation is made for the Excess Refund 
Checks. This is a basic reconciliation system. Each day all 35 
data from the captured checks is searched and Excess 
Refund check information is extracted to post against the 
Excess Refund reconciliation Masterfile. Again two reports 
arc generated, one is a Validation Report and the second an 
Update Report. 40 

On a periodic basis, a program is run to strip oft' from the 
RAL Masterfile and Excess RAL Refund Masterfile, all 
completely cleared items to a history file. 

Having described the unique properties of the system of ^ 
the invention and without limitation illustrated the invention 
in a specific embodiment; 

What is claimed is: 

1. A method of operating at least one programmable 
electronic data processing machine comprising the pro- ^ 
grammcd steps of: 

a) receiving inputted tax preparer data, lax return data and 
refund payment data from a tax preparer site prepared 
by a lax preparer and not the tax payer; 

b) creating electronic tax return data files from said tax 5S 
return data; 

c) immediately after creating said electronic tax return 
data files, creating a new, previously unopened elec- 
tronic deposit account files for said tax return data and 
said refund payment data to an authorized financial 60 
institution and the sole purpose of the account files if 
for receiving IRS funds to offset against the toan debit; 

d) designating said electronic deposit accouat file at said 
authorized financial institution as the recipient of elec- 
tronic funds; $5 

e) electronically transmitting said electronic lax relurn 
data files to at least one tax collecting authority; 
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f) authorizing receipt by said authorized financial institu- 
tion of tax refund electronic fund transfers, based on 
said tax return data, from said tax collecting authority; 

g) processing said tax return data files and said electronic 
deposit account files and authorizing payment, at said 
lax preparer site, by said authorized financial institution 
from said deposit account files of a tax refund amount 
based on said lax return data upon completion of tax 
return processing and electronic fund transfer refund 
payment by said tax collecting authority, 

h) electronically closing said electronic deposit account 
file after payment of the tax refund amount from the 
IRS is received by said financial institution to the 
taxpayer. 

2. The method of claim 1 further comprising the steps of 
deducting processing fees from said refund amount and 
transmitting at least part of said fees by electronic funds 
transfer. 

3. The method as claimed in claim 1, wherein said 
electronic tax return data is inputted by an input means into 
a computer system. 

4. The method as claimed in claim 3, wherein said input 
means includes keyboard input means, visual monitor 
means, data storage means, data transmission means and 
programmable data process means for executing said pro- 
gram means for processing said lax preparer data and said 
tax return data and transmitting said electronic tax return 
data files and said payment data, to a remote processing 
center. 

5. The method as claimed in claim 4, wherein said remote 
processing center includes at least one programmable data 
processing means for executing said program means for 
processing payment data and creating electronic deposit 
account files, for transmitting electronic tax return data to 
and for authorizing receipt of by said authorized financial 
institution electronic funds transfer data from, at least one 
electronic data processing means controlled by at least one 
lax collecting authority and for executing said program 
means for processing said lax return data files and said 
electronic deposit account files and program means for 
transmitting said files to said authorized financial institution 
for authorizing payment of a tax refund amount from said 
electronic deposit account whereby said payment made be 
made at a tax preparer site upon tax return processing and 
electronic funds transfer refund payment by said lax col- 
lecting authority. 

6. The method as claimed in claim 4, further including 
program means for deducting processing fees from said 
refund amount and program means for transmitting at least 
a part of said fees by electronic funds transfer. 

7. The method as claimed in claim 1, wherein a check for 
the loan amount is mailed within twenty- four hours of 
receipt of the file from the authorized financial institution or 
in the case of an authorized preparer, will be issued the next 
day by the preparer. 

8. The method as claimed in claim 7, which further 
comprises generating an input validation report, an update 
report, refund anticipation loan check and check register. 

9. The method as claimed in claim 8, which further 
comprises performing a reconciliation for clearing of the 
cashed refund anticipation loan check whereby the informa- 
tion from the captured check is searched and the refund 
anticipation loan check information extracted. 

10. The method as claimed in claim 9, which further 
comprises removing, from the refund anticipation loan mas- 
ter file and excess refund anticipation loan refund master 
file, all of the completely cleared items to a history file. 
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11. A method of operating at least one programmable 12. The method as claimed in claim 11, further including 

electronic data processing machine comprising the pro- program means for deducting processing fees from said 

grammed steps of: ' refund amount and program means for transmitting at least 

a) receiving Lax return data from a taxpayer prepared by a part of said fees by electronic funds transfer. 

a tax preparer and not the taxpayer at said tax preparer's 5 13. The method of claimed in claim 11, further comprising 

site; the steps of deducting processing fees from said refund 

b) calculating tax refund data based on the tax return data; amount and transmitting at least part of said fees by elec- 

c) inputting said tax refund data and taxpayer identifica- lronic ^ R< ^ m&fa- 

tion data into a database on a computer; 14. The method as claimed in claim 11 wherein said 

d) electronically transmitting taxpayer identification data 3 ° computer includes an input means which includes keyboard 
and the tax refund data to an authorized financial input means, visual momior means, data storage means, data 
institution; transmission means and programmable data processing 

e) immediately after transmitting said lax refund data lo means for executing said program means for processing said 
the financial institution, electronically requesting the is ,ax P rc P arcr data and 531(1 lax rcturn dala and lran smitUng 
creation of a single transaction deposit account file at 531(1 electronic tax return data files and said payment data, to 
the financial institution and said single transaction 2 remote processing center. 

deposit account file's sole purpose is of receiving IRS 15 method as claimed in claim 14, wherein said 
funds to offset against the loan debit in the account and remote processing center includes at least one program- 
electronically receiving information identifying the 20 mablc data processing means for executing said program 
account file from the financial institution; means for processing payment dala and creating electronic 

f) electronically communicating the taxpayer identifica- de P osil acc ™ nl files > for transmitting electronu; tax return 
tion data, tax refund data and the single transaction dala 10 , and ^ authoring receipt of by saad authorized 
account file data to at least one tax collecting authority; f nanc,al electronic funds transfer data from, at 

... , . , 2s least one electronic data processing means controlled by at 

g) transmuting authorization i to the lax collecting author- ^ one ux collccdng ' aumorily and for excculing ^ aid 
ity to perform tax refund electronic fund transfers based means f()r ssi said lax relum dala flles and 
on the tax return data lo the single transaction account ^ eIcc|ronic dcposit accoum files an(J program means fof 

. . transmitting said files to said authorized financial institution 

h) disbursing funds to the taxpayer from the single M f or authorizing payment of a tax refund amount from said 
transaction account file based on the tax refund data; electronic deposit account whereby said payment made be 
arj d made at a tax preparer site upon tax return processing and 

i) electronically closing said electronic deposit account electronic funds transfer refund payment by said tax col- 
file after payment of the tax refund amount to the lecting authority. 

taxpayer is sent from the IRS by said financial institu- 
tion. * * * * * 
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